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Discussion and Possible Action on Bond Sales
RECOMMENDATION FOR COUNCIL ACTION

ITEM No.

Subject: Approve an ordinance authorizing the issuance of City of Austin, Texas, Water and Wastewater System
Revenue Refunding Bonds, Series 2006A, in the approximate amount of $135,000,000, and authorizing the
execution of all related documents.

Amount and Source of Funding: No fiscal impact during Fiscal Year 2006-2007 $3,375,000 estimated debt
service and $150 for paying agent/registrar fees were included in the Fiscal Year 2006-2007 Approved Budget of
the Utility Revenue Bond Redemption Fund.

Additional Backup Material
(click to open)

D Ordinance
For More Information: Art Alfaro, Treasurer, 974-7882

The Water and Wastewater Utility will refund $135,000,000 of Tax-Exempt Commercial Paper in order to take
advantage of currently favorable market conditions and free a significant portion of the commercial paper credit
line for future borrowing needs.

Electronic bids will be accepted beginning at 9:30 a.m Central Daylight Time ("CDT") and ending at 10:00 a.m ,
CDT, on Thursday, November 16, 2006 Bids will be verified by the City's Financial Advisor, Public Financial
Management, Inc.

Fulbnght & Jaworski, L.L P wilt serve as bond counsel for this transaction.

This item has been posted for not later than 2:00 p.m., in order for Council action to occur prior to the close of the
financial markets.

http://meetings.coacd.org/item attachments.cfm?meetingid=63&itemid=2677&item=52 11/8/2006



1 ORDINANCE NO. 20061116-

2 AN ORDINANCE authorizing the issuance and sale of "CITY OF AUSTIN,
3 TEXAS, WATER AND WASTEWATER SYSTEM REVENUE
4 REFUNDING BONDS, SERIES 2006A"; prescribing the terms, features
5 and specifications of said Bonds; pledging the net revenues of the City's
6 Water and Wastewater System to the payment of principal of and interest
7 on said Bonds; enacting other provisions incident and related to the
8 issuance, payment, sale and delivery of such Bonds, including the
9 approval and execution of a Paying Agent/Registrar Agreement and the

10 approval and distribution of an Official Statement pertaining thereto; and
11 providing an effective date.

12 WHEREAS, in accordance with the provisions of V/J.C.A\Government Code, Chapter
13 1371, the City of Austin, Texas (the "City") has authorized^ ordinance and provided for the
14 issuance and sale of "CITY OF AUSTIN, TEXA§> COMBINED^UTILITY SYSTEMS
15 COMMERCIAL PAPER NOTES, SERIES A" (the "Sefies^A Notes") up toWaggregate principal
16 amount of $350,000,000 to finance the costs of ̂ additions, improvements ancTextenstons to the
17 City's Water and Wastewater System and the City's^Electric Light^and Power System, and

18 WHEREAS, the City Council hereby finds ano^determipes that $135,000,000 in principal
19 amount of the Series A Notes should be refunded an<Jvrefinanced into long term obligations at
20 this time (such Series A Notes being|hereinafter collectively referred to as the "Refunded
21 Obligations") to enable the City's Water^ahd| Wastewater^Department to continue utilizing its
22 allocated share of such commercial pape^pro^grarf^notwithstandlng that the aggregate amount
23 of payments to be made on the refunding^bonds^herein^authorjzed exceeds the aggregate
24 amount of payments that 'would, have Been made^h|ffie>Befunded Obligations had the

' l ' , \ •>< V\ '"- V 'Mf *& - 'I'

25 refunding not occurred, vthaMhelssuance of the"sppnds herein4'authonzed is in the best interests
26 of the City and that^the/ manner Yih which thV;refunding is being executed does not make it
27 practicable to make'~<the determination required by V.T.C.A , Government Code, Section
28 1207.008(a)(2), an<K;J\ A ,L- k

.

29 WHEf^EAS^tfie City Council further fmd^and determines the bonds herein authorized to
30 be issued to>efund.theNRefuncJed Obligations can and shall be on a parity with the outstanding
31 "PantyfWater/Wastewatervo6ligatiqns" issued in accordance with and under the terms and
32 provisions of Ordinance^No. OOOSO&seA (the "Master Ordinance") and the Prior Supplements;
33 now, therefore, v * v

34 BE'IT^DAINED B^TJHE CITY COUNCIL OF THE CITY OF AUSTIN, TEXAS:
V\ / '$

35 SECTION^:- DEFINITIONS, in addition to the definitions set forth in the preamble of this
36 Ordinance (heremafter'referred to as the "Twelfth Supplement"), the terms used herein and not
37 otherwise defined shall/have the meanings given in the Master Ordinance and the Prior
38 Supplements or in Exhibit A to this Twelfth Supplement.

39 SECTION 2: AUTHORIZATION - DESIGNATION - PRINCIPAL AMOUNT - PURPOSE.
40 Revenue bonds of the City shall be and are hereby authorized to be issued in the aggregate
41 principal amount of ONE HUNDRED THIRTY-FIVE MILLION DOLLARS ($135,000,000) to be
42 designated and bear the title "CITY OF AUSTIN, TEXAS, WATER AND WASTEWATER
43 SYSTEM REVENUE REFUNDING BONDS, SERIES 2006A" (hereinafter referred to as the

"Bonds"), for the purpose of refinancing and refunding the Refunded Obligations (identified and
defined in the preamble hereof), and paying costs of issuance in conformity with the Constitution
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and laws of the State of Texas, including VT.C.A., Government Code, Chapters 1207 and
1371, as amended.

SECTION 3: FULLY REGISTERED OBLIGATIONS - AUTHORIZED DENOMINATIONS
- STATED MATURITIES - DATE. The Bonds shall be issued as fully registered obligations,
without coupons, shall be dated November 15, 2006 (the "Bond Date") and, other than the
single fully registered Initial Bond referenced in Section 9 hereof, shall be in denominations of
$5,000 or any integral multiple thereof (within a Stated Maturity), shall be numbered
consecutively from One (1) upward and shall become due and payable on November 15 and in
principal amounts (the "Stated Maturities") in accordance with the following schedule:

Stated
Maturity

Principal
Amount ($)

Interest
Rate(s)

Stated
Maturity

/*
principal
Amount ($)

Interest
Rate(s)

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022

2,120,000
2,230,000
2,345,000
2,465,000
2,590,000
2,725,000
2,865,000
3,010,000
3,165,000
3,325,000
3,495,000
3,675,000
3,865,000^5
4,065,ppOu-
4,270f6od

2023
2024, • ,1 <*>

12025 4,965;000;

5,215,000
5,485,000
5,765,000
6,060,000
6,370,000
6,700,000
7,045,000
7,405,000
7,785,000
8,185,000
8,600,000

The Bonds shall/bear interesyon.the unpaid^pnncipal amounts from the Bond Date or the
most recent interest paymen^date-to-whicii^interest^as been paid or duly provided for, at the
rate(s) per^annum'S^howrVin^tJie^bove schedule>(calculated on the basis of a 360-day year of
twelvej30-day"m'dnths)vsjntereston the Bonds shall be payable on May 15 and November 15 in
each^yearf commencing May 1*5/2007, until maturity or prior redemption

^SECTION 4 TERMS OF PAYMENT - PAYING AGENT/REGISTRAR. The principal of,
premium; ..iTany, and the ^interest on the Bonds, due and payable by reason of maturity,
redemption or.ptherwise, shalV.be payable only to the registered owners or holders of the Bonds
(hereinafter cailed^the "Holders") appearing on the registration and transfer books maintained by
the Paying Agent/Regtstrar,and the payment thereof shall be tn any coin or currency of the
United States of Arheri)ba,'Which at the time of payment is legal tender for the payment of public
and private debts, anfcsKall be without exchange or collection charges to the Holders.

The selection and appointment of Deutsche Bank Trust Company Americas, New York,
New York to serve as Paying Agent/Registrar for the Bonds is hereby approved and confirmed.
Books and records relating to the registration, payment, transfer and exchange of the Bonds
(the "Security Register") shall at all times be kept and maintained on behalf of the City by the
Paying Agent/Registrar as provided herein and in accordance with the terms and provisions of a
"Paying Agent/Registrar Agreement", substantially in the form attached hereto as Exhibit B,
and such reasonable rules and regulations as the Paying Agent/Registrar and the City may
prescribe. The Mayor and City Clerk are authorized to execute and deliver such Paying
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1 Agent/Registrar Agreement. The City covenants to maintain and provide a Paying
2 Agent/Registrar at all times until the Bonds are paid and discharged, and any successor Paying
3 Agent/Registrar shall be a bank, trust company, financial institution or other entity qualified and
4 authorized to serve in such capacity and perform the duties and services of Paying
5 Agent/Registrar. Upon any change in the Paying Agent/Registrar for the Bonds, the City agrees
6 to promptly cause a written notice thereof to be sent to each Holder by United States Mail, first
7 class postage prepaid, which notice shall also give the address of the new Paying
8 Agent/Registrar.

9 Principal of and premium, if any, on the Bonds shall be payable at the Stated Maturities
10 or redemption thereof, only upon presentation and surrender of'tjie Bonds to the Paying
11 Agent/Registrar at its designated offices in New York, ^New'^York (the "Designated
12 Payment/Transfer Office"). Interest on the Bonds shall be Raicpto the Holders whose names
13 appear in the Security Register at the close of business ondteRecord Date (the last business
14 day of the month next preceding each interest payment dafeffand sucr?interest shall be paid by
15 the Paying Agent/Registrar (i) by check sent United States Mail, first classvpostage prepaid, to
16 the address of the Holder recorded in the Security' Register or (li) by\such other method,
17 acceptable to the Paying Agent/Registrar, requested'by, and at the risk a&expense of, the
18 Holder. If the date for the payment of the principal of or interest on the Bonds shall be a
19 Saturday, Sunday, a legal holiday, or a day wherfrbankingdnstitutions in the cifcjf where the
20 Designated Payment/Transfer Office of the Paying Agents-Registrar is located are authorized by
21 law or executive order to close, then ^the^ date for such payment shall be the next succeeding
22 day which is not such a Saturday, Sunday illegal holidayisprvday when banking institutions are
23 authorized to close; and payment on sucn date?shall have trfesame force and effect as if made

* •+ \ —-\ "*1™>£, !* *•-.. "Vt Jil«

24 on the original date payment was due.

25 In the event of a,non-payment of interest'oh one'^pQnore maturities on a scheduled
26 payment date, and forthirty;(30)'xdays thereaffefca^new record'date for such interest payment
27 for such maturity or/maturities (a "Special Record Date") will be established by the Paying
28 Agent/Registrar, if«an<fwhen funds for the payment of such interest have been received from
29 the City. Notice of trie Special Record-Date and'qfithe scheduled payment date of the past due
30 interest {which shall b^e^1v5^days;afteUhe*"Special^Record Date) shall be sent at least five (5)
31 business ^daysTprior to the Special Record^D^te by United States Mail, first class postage
32 prepaid,'tovthe~addressvof eacfrhjplder of such maturity or maturities appearing on the Security
33 Register a\ the close of.business "on the last business day next preceding the date of mailing of
34 such'notice. \,x v x

\\
35 SEGJIpN 5- REDEMPTION, '(a) Optional Redemption. The Bonds having Stated
36 Maturities otVand after Novernber 15, 2017, shall be subject to redemption prior to maturity, at
37 the option of the^Gity, in whole'or in part in principal amounts of $5,000 or any integral multiple
38 thereof (and if withirha StatecTMaturity by lot by the Paying Agent/ Registrar), on November 15,
39 2016 or on any dateltliefeafter at the redemption price of par plus accrued interest to the date of
40 redemption. N/

41 (b) Exercise of Redemption Option. At least forty-five (45) days prior to a
42 redemption date for the Bonds (unless a shorter notification period shall be satisfactory to the
43 Paying Agent/Registrar), the City shall notify the Paying Agent/Registrar of the decision to
44 redeem Bonds, the principal amount of each Stated Maturity to be redeemed, and the date of
45 redemption therefor. The decision of the City to exercise the right to redeem Bonds shall be
46 entered in the minutes of the governing body of the City.
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1 (c) Selection of Bonds for Redemption. If less than all Outstanding Bonds of the
2 same Stated Maturity are to be redeemed on a redemption date, the Paying Agent/Registrar
3 shall treat such Bonds as representing the number of Bonds Outstanding which is obtained by
4 dividing the principal amount of such Bonds by $5,000 and shall select the Bonds to be
5 redeemed within such Stated Maturity by lot.

6 (d) Notice of Redemption. Not less than thirty (30) days prior to a redemption date
7 for the Bonds, a notice of redemption shall be sent by United States Mail, first class postage
8 prepaid, in the name of the City and at the City's expense, to each Holder of a Bond to be
9 redeemed in whole or in part at the address of the Holder appearing on the Security Register at

10 the close of business on the business day next preceding the date/of mailing such notice, and
11 any notice of redemption so mailed shall be conclusively presurffecHo have been duly given
12 irrespective of whether received by the Holder.

13 All notices of redemption shall (i) specify the datejof redemption for the Bonds, (ii)
14 identify the Bonds to be redeemed and, in the case of "apportion of thei/principal amount to be
15 redeemed, the principal amount thereof to be redeemed, (in) state the redemption price, (iv)
16 state that the Bonds, or the portion of the princlpal^amount thereof to bex. redeemed, shall
17 become due and payable on the redemption date-Specified, andvthe interest thereon, or on the
18 portion of the principal amount thereof to be redeemed, shall/cease to accrue fromland after the
19 redemption date, and (v) specify that payment ofthe^rederhption price for the Bonds, or the
20 principal amount thereof to be redeemed, shall be made 'afthe Designated Payment/Transfer
21 Office of the Paying Agent/ Registrar pnly^upon presentation and surrender thereof by the
22 Holder. If a Bond is subject by its terms &priorjredemption'and1has been called for redemption
23 and notice of redemption thereof has been^dulygiven^o^ waived as herein provided, such Bond
24 (or the principal amount thereof to be redeemed) shairbecome"'due and payable, and interest

-*-*"'• \ \ fC^tf ^rt*« """>*. v

25 thereon shall cease to accrue from and after^the^redemptiqn'rdate therefor, provided moneys
26 sufficient for the payment of'SuchiBonds (orvof|thefprincipal"ambunt thereof to be redeemed) at
27 the then applicable redemption price\are helcitfor the purpose of such payment by the Paying
28 AgenVRegistrar. <J ;,<^

\ N
29 SECTION 6 REG^STRATION-TRANSFER^EXCHANGE OF BONDS-PREDECESSOR
30 BONDS. The\Raying AgenVRegistrar shalhobtainf record, and maintain in the Security Register
31 the name-and WdresS;pf eacH-registered owner of the Bonds issued under and pursuant to the
32 provjstons^f this TwelfthvSupplement. Any Bond may, in accordance with its terms and the
33 terms^ hereof, be transferred or exchanged for Bonds of other authorized denominations upon
34 the Security Register by thelNolder^rTperson or by his duly authorized agent, upon surrender of
35 such Bond to^the Paying AgenVRegistrar for cancellation, accompanied by a written instrument
36 of transferor,request for exchange duly executed by the Holder or by his duly authorized agent,
37 in form satisfactolryjo the paying AgenV Registrar.

38 Upon surrender for transfer of any Bond (other than the Initial Bonds authorized in
39 Section 9 hereof) at the-Designated Payment/Transfer Office of the Paying AgenVRegistrar, the
40 Paying AgenVRegistrar shall register and deliver, in the name of the designated transferee or
41 transferees, one or more new Bonds executed on behalf of, and furnished by, the City of
42 authorized denominations and having the same Stated Maturity and of a like aggregate principal
43 amount as the Bond or Bonds surrendered for transfer.

44 At the option of the Holder, Bonds (other than the Initial Bonds authorized in Section 9
45 hereof) may be exchanged for other Bonds of authorized denominations and having the same

Stated Maturity, bearing the same rate of interest and of like aggregate principal amount as the
Bonds surrendered for exchange, upon surrender of the Bonds to be exchanged at the
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1 Designated Payment/Transfer Office of the Paying Agent/ Registrar Whenever any Bonds are
2 surrendered for exchange, the Paying Agent/Registrar shall register and deliver new Bonds,
3 executed on behalf of, and furnished by, the City, to the Holder requesting the exchange.

4 All Bonds issued upon any transfer or exchange of Bonds shall be delivered at the
5 Designated Payment/Transfer Office of the Paying Agent/Registrar, or sent by United States
6 Mail, first class postage prepaid, to the Holder and, upon the delivery thereof, the same shall be
7 valid obligations of the City, evidencing the same obligation to pay, and entitled to the same
8 benefits under this Twelfth Supplement, as the Bonds surrendered in such transfer or exchange.

/\
9 All transfers or exchanges of Bonds pursuant to this Section? shall be made without

10 expense or service charge to the Holder, except as otherwise hereiri^provided, and except that
11 the Paying Agent/Registrar shall require payment by the Holder ^requesting such transfer or
12 exchange of any tax or other governmental charges required('t6sbe;paid with respect to such
13 transfer or exchange.

14 Bonds canceled by reason of an exchange or^transfer pursuant t6*tnprovisions hereof
15 are hereby defined to be "Predecessor Bonds," evidencing all or a portion, as the case may be,
16 of the same obligation to pay evidenced by thefBohd or Bonds>registered ancKdeliyered in the
17 exchange or transfer therefor. Additionally, tne\term "Predecessor Bonds" shall̂ inclucfe any
18 mutilated, lost, destroyed, or stolen Bond for wriichx,a replacement Bond has been issued,
19 registered and delivered in lieu thereof pursuanHlo^Section 19 hereof and such new
20 replacement Bond shall be deemedCt6>levidence the sarrik obligation as the mutilated, lost,
21 destroyed, or stolen Bond

\-\ \'^ V-
\ '\ >N - >« \ " H k

22 Neither the City nor the Paying Agent/Registrar shall be required to transfer or exchange
I 23 any Bond called for redemption, Jn whole W jn^part^within^lS days of the date fixed for
24 redemption of such Bond^proVicled\however, Vuchlimitatioh^of transfer shall not be applicable
25 to an exchange by thelfHiolder oflne^ unredeemed balance of a Bond called for redemption in
26 part

27 SECTION 7: BOOKjENTR^ONl̂ T^ AND TRANSACTIONS.
28 Notwithstandmg;the^provisi^nsscontainelJln-Sej;tj6ns 4, 5 and 6 hereof relating to the payment,
29 and transfer/exchange^of the' Bonds, the CityTiereby approves and authorizes the use of the
30 "Book-Entry-Only" securities ̂ "clearance, settlement and transfer system provided by The
31 Depository Trust CompanyX"DT C"),Na limited purpose trust company organized under the laws
32 of the^State of New Yorfein\accordance with the operational arrangements referenced in the
33 Blanket l̂ssuer Letter of Representation, by and between the City and DTC (the "Depository
34 Agreement'');/^, /

35 Pursuant\toMhe^Depository Agreement and the rules of DTC, the Bonds shall be
36 deposited with DtC,\vho?shall hold said Bonds for its participants (the "DTC Participants")
37 While the Bonds are heid'by DTC under the Depository Agreement, the Holder of the Bonds on
38 the Security Register for all purposes, including payment and notices, shall be Cede & Co., as
39 nominee of DTC, notwithstanding the ownership of each actual purchaser or owner of each
40 Bond (the "Beneficial Owners") being recorded in the records of DTC and DTC Participants.

41 In the event DTC determines to discontinue serving as securities depository for the
42 Bonds or otherwise ceases to provide book-entry clearance and settlement of securities
43 transactions in general or the City determines that DTC is incapable of properly discharging its

duties as securities depository for the Bonds, the City covenants and agrees with the Holders of
the Bonds to cause Bonds to be printed in definitive form and provide for the Bond certificates to

458392541/10612981 5



1 be issued and delivered to DTC Participants and Beneficial Owners, as the case may be.
2 Thereafter, the Bonds in definitive form shall be assigned, transferred and exchanged on the
3 Security Register maintained by the Paying Agent/Registrar and payment of such Bonds shall
4 be made in accordance with the provisions of Sections 4, 5 and 6 hereof.

5 SECTION 8: EXECUTION - REGISTRATION. The Bonds shall be executed on behalf of
6 the City by the Mayor under its seal reproduced or impressed thereon and countersigned by the
7 City Clerk. The signature of said officers on the Bonds may be manual or facsimile. Bonds
8 bearing the manual or facsimile signatures of individuals who are or were the proper officers of
9 the City on the Bond Date shall be deemed to be duly executed on behalf of the City,

10 notwithstanding that such individuals or either of them shall cease^fo^hold such offices at the
11 time of delivery of the Bonds to the initial purchaser(s) and witr^respect to Bonds delivered in
12 subsequent exchanges and transfers, all as authorized and provided in V.T.C.A., Government
13 Code, Chapter 1201, as amended. A S^ t̂k

£'' Xr '"¥s "\
VHr \^t\
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14 No Bond shall be entitled to any right or benefit-under this Twelfth^ Supplement, or be
15 valid or obligatory for any purpose, unless there appears on such Bond>either a certificate of
16 registration substantially in the form provided^m^Section 10C, manuallyyexecuted by the
17 Comptroller of Public Accounts of the State of<Texas or his or^her duly authorized agent, or a
18 certificate of registration substantially in the form provided infection 10D, manually-executed by
19 an authorized officer, employee or representative'bf/the/Raying Agent/ Registrar, and either
20 such certificate upon any Bond duly signed shall be conclusive evidence, and the only evidence,
21 that such Bond has been duly certified/registered and delivered.

22 SECTION 9: INITIAL BONDS. Tjie Bbndsjherein authorized shall be initially issued
23 either (i) as a single fully registered bondUndhe tqtal.principal amount referenced in Section 2
24 hereof with principal installments^ become;due^KbrpayajSe^as"provided in Section 3 hereof
25 and numbered T-1, or/fii)'as "multiple fully "registered bonds^bemg one bond for each stated
26 maturity in the applicablerprincipalxampunt ancJfdenomination and to be numbered consecutively
27 from T-1 and upward <(heremafter,cailed the "Initial Bonds"). In either case, the Initial Bonds
28 shall be registered in,the name^pf.thejnitial purchaser (s) or the designee thereof. The Initial
29 Bonds shall be the BondsNsubmitted4oJ_he"OfficeWthe Attorney General of the State of Texas
30 for approyal^certified and^registefed by7rie*Qffide of the Comptroller of Public Accounts of the
31 State of/Texas'aHcl^elivered^toMhe initial purchaser(s). Any time after the delivery of the Initial
32 Bonds.^the Paying Agent/registrar,Npursuant to written instructions from the initial purchaser(s),
33 or the designee thereof,-shall cancel the Initial Bonds delivered hereunder and exchange
34 therefor definitive Bonds of authorized/Jenominations, Stated Maturities, principal amounts and
35 bearing applicable interest rates for transfer and delivery to the Holders named at the addresses
36 identified therefor; all pursuaritto and in accordance with such written instructions from the initial
37 purchaser{s)r*or|the designee^thereof, and such other information and documentation as the
38 Paying Agent/Registrar mavjreasonably require.

X1 '̂/
39 SECTION 10. FORMS. A. Forms Generally. The Bonds, the Registration Certificate of
40 the Comptroller of Public Accounts of the State of Texas, the Certificate of Registration, and the
41 form of Assignment to be printed on each of the Bonds, shall be substantially in the forms set
42 forth in this Section with such appropriate insertions, omissions, substitutions, and other
43 variations as are permitted or required by this Twelfth Supplement and may have such letters,
44 numbers, or other marks of identification (including identifying numbers and letters of the
45 Committee on Uniform Securities Identification Procedures of the American Bankers
46 Association) and such legends and endorsements (including insurance legends in the event the

7 Bonds, or any maturities thereof, are purchased with insurance and any reproduction of an
8 opinion of counsel) thereon as may, consistently herewith, be established by the City or
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determined by the officers executing such Bonds as evidenced by their execution thereof Any
portion of the text of any Bonds may be set forth on the reverse thereof, with an appropriate
reference thereto on the face of the Bond.

The definitive Bonds and the Initial Bonds shall be printed, lithographed, or engraved,
typewritten, photocopied or otherwise reproduced in any other similar manner, all as determined
by the officers executing such Bonds as evidenced by their execution thereof

B

REGISTERED
NO.

Form of Definitive Bond.

UNITED STATES OF AMERICA*
STATE OF TEXAS

CITY OF AUSTIN,
WATER AND WASTEWATER SYSTEM REVENUE REFUNDING BOND,

SERIES 2006A!

REGISTERED
$

Bond Date:
November 15, 2006

Registered Owner.

Principal Amount:

Interest Rate: Stated Maturity^
November 15* 20

CUSIB.NO-

DOLLARS

13 The City of Austin (hereinafter referred, to(fa's,'the"v"Gity")>a body corporate and municipal
14 corporation in the Countiesjoif Travisxand Willjamson, State of Texas, for value received, hereby
15 promises to pay to the^Registered^Owner named/above, or the registered assigns thereof, solely
16 from the revenuesf;hereinafter identified, on We Stated Maturity date specified above the
17 Principal Amount statea\above /(or,iso^much thereof as shall not have been paid upon prior
18 redemption), and to pay, interest jcomputed-onjhe^basis of a 360-day year of twelve 30-day
19 months) o/hthe unpaid Principal-'AmounThereWfrom the interest payment date next preceding

the "Registration-Daje^of this%'Bond appearing below (unless this Bond bears a "Registration
Date!!xaS;Of an interest payment\late, in which case it shall bear interest from such date, or
unless;the "Registrationf-Date" of-this-,Bond is prior to the initial interest payment date in which

23 case ifsfelj bear interest frpm the Boric! Date) at the per annum rate of interest specified above;
24 such interestvbeing payable on May 15, 2007 and on each November 15 and May 15 thereafter

until maturity-or prior redemption. Principal of this Bond is payable at its Stated Maturity or
redemption toNthe:registered gwner hereof, upon presentation and surrender, at the Designated
Payment/Transfer^Officefof/the Paying Agent/Registrar executing the registration certificate
appearing hereon,Tor-its successor; provided, however, while this Bond is registered to Cede &
Co., the payment of principal upon a partial redemption of the principal amount hereof may be
accomplished without presentation and surrender of this Bond. Interest is payable to the
registered owner of this Bond (or one or more Predecessor Bonds, as defined in the Twelfth
Supplement hereinafter referenced) whose name appears on the "Security Register" maintained
by the Paying Agent/Registrar at the close of business on the "Record Date", which is the last
business day of the month next preceding each interest payment date and interest shall be paid
by the Paying Agent/Registrar by check sent United States Mail, first class postage prepaid, to
the address of the registered owner recorded in the Security Register or by such other method,
acceptable to the Paying Agent/Registrar, requested by, and at the risk and expense of, the
registered owner. If the date for the payment of the principal of or interest on the Bonds shall be

458392541/10612981



1 a Saturday, Sunday, a legal holiday, or a day when banking institutions in the city where the
2 Designated Payment/Transfer Office of the Paying Agent/ Registrar is located are authorized by
3 law or executive order to close, then the date for such payment shall be the next succeeding
4 day which ts not such a Saturday, Sunday, legal holiday, or day when banking institutions are
5 authorized to ciose; and payment on such date shall have the same force and effect as if made
6 on the original date payment was due. All payments of principal of, premium, if any, and
7 interest on this Bond shall be without exchange or collection charges to the owner hereof and in
8 any coin or currency of the United States of America which at the time of payment is legal
9 tender for the payment of public and private debts.

10 This Bond is one of the series specified in its title issued; inline aggregate principal
11 amount of $135,000,000 (herein referred to as the "Bonds") fo^tKefpurpose of refinancing and
12 refunding the Refunded Obligations (identified and defined ~-in the Twelfth Supplement
13 hereinafter referenced), in conformity with the ConstitutiprTandMaws of the State of Texas,
14 including VT.C.A., Government Code, Chapters 1207 and'̂ 371, assarnended, and pursuant to
15 a Master Ordinance and Twelfth Supplement adopted^' the City Council of the City (herein
16 collectively referred to as the "Ordinances"). A^ \'\

y\-r H-X
Si * "*<- \

f if '"''• *•
17 The Bonds maturing on and after November 15, 2017,<<rnay be redeemed'-pnor to their
18 Stated Maturities, at the option of the City, in whble-or in partln^principal amounts-of $5,000 or
19 any integral multiple thereof (and if within a\Stated^Maturity by lot "by the Paying
20 Agent/Registrar), on November 15, 2016 or on any date;thereafter at the redemption price of
21 par plus accrued interest thereon to trie redemption date "*

22 Not less than thirty (30) days priooto a^redemption date^the City shall cause a written
23 notice of such redemption to be sent by^United Sfetes^Mail, firsU&ass postage prepaid, to the

(24 registered owners of eachjBondstq be rede"evmed?af,tHeliddress.shown on the Security Register
25 and subject to the termsfand"prbvisjons relatingIthereto contained in the Ordinances. If a Bond
26 (or any portion of its^principal sum)vshall haVe tJeen duly called for redemption and notice of
27 such redemption dulyjigiven, then upon such redemption date such Bond (or the portion of its
28 principal sum to be redeemed) sjiaif)t5ecome due.and payable, and interest thereon shall cease
29 to accrue from and afte4the redemption date^therefbr, provided moneys for the payment of the
30 redemption^pfice-'and the. interest on the^principal amount to be redeemed to the date of
31 redemption are*held fbrahe purpose of such payment by the Paying Agent/Registrar.

32 \ In the event a portion of^the^principal amount of a Bond is to be redeemed and the
33 registered^owner is some^ne.otherlrian Cede & Co., payment of the redemption price of such
34 prmcipararrfount shall be made to theregistered owner only upon presentation and surrender of
35 such Bond'tocthe Designated Payment/Transfer Office of the Paying Agent/Registrar, and a new
36 Bond or Bonds;6f-.like maturity and interest rate in any authorized denominations provided by
37 the Ordinances for the then;unredeemed balance of the principal sum thereof will be issued to
38 the registered owner^withbut charge. If a Bond is selected for redemption, in whole or in part,
39 the City and the Paying Agent/Registrar shall not be required to transfer such Bond to an
40 assignee of the registered owner within forty-five (45) days of the redemption date therefor;
41 provided, however, such limitation on transferabihty shall not be applicable to an exchange by
42 the registered owner of the unredeemed balance of a Bond redeemed in part.

43 The Bonds are special obligations of the City payable solely from and, together with the
44 Prior Subordinate Lien Obligations, the Previously Issued Separate Lien Obligations, and
45 Previously Issued Parity Water/Wastewater Obligations currently Outstanding, equally and
16 ratably secured by a parity lien on and pledge of, the Net Revenues of the Water/Wastewater
\7 System in the manner provided in the Ordinances Additionally, the Bonds and Previously
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1 Issued Parity Water/Wastewater Obligations referenced above shall be equally and ratably
2 secured by a parity hen on the funds, if any, deposited to the credit of the Debt Service Fund
3 and the Reserve Fund in accordance with the terms of the Ordinances. The Bonds do not
4 constitute a legal or equitable pledge, charge, lien or encumbrance upon any property of the
5 City or the Water/Wastewater System, except with respect to the Net Revenues. The holder
6 hereof shall never have the right to demand payment of this obligation out of any funds raised or
7 to be raised by taxation.

8 Subject to satisfying the terms and conditions prescribed therefor, the City has reserved
9 the right to issue additional revenue obligations payable from and equally and ratably secured

10 by a parity lien on and pledge of the Net Revenues of the Watej/Wastewater System, in the
11 same manner and to the same extent as the Bonds.

12 Reference is hereby made to the Ordinances, copies'of;whicrrare on file with the Paying
13 Agent/Registrar, and to all of the provisions of which tHev,Holder>vb'y>the acceptance hereof
14 hereby assents, for definitions of terms; the description^ and the nature and extent of the
15 security for the Bonds, the properties constituting "trie5 Water/Wastewaterj\System; the Net
16 Revenues pledged to the payment of the principally and interest on the Borids^the nature and
17 extent and manner of enforcement of the lien alid^pledge securing the payment\ol[the Bonds;
1 8 the terms and conditions for the issuance of additional revenue obligations, Ihe terms and
19 conditions relating to the transfer or exchange of^thisJBond^he conditions upon which the
20 Ordinances may be amended or supplemented with or^withotit the consent of the Holders, the
21 rights, duties, and obligations of the^City^and the Paying Agent/Registrar; the terms and
22 provisions upon which the liens, pledges.^charges and"\covenants made therein may be
23 discharged at or prior to the maturity ofvthis Bdno>and thiSyBond deemed to be no longer
24 Outstanding thereunder, and for the otheY terms aTid/^royisipns^cpntained therein. Capitalized
25 terms used herein have the'same- meanings assigrfed'in'tn'efOrdinances.

'

26 This Bond, subject to certain limitations^cpntained in the Ordinances, may be transferred
27 on the Security .Register onfy upon its presentation and surrender at the Designated
28 Payment/Transfer Office, of the/Paying Agent^Registrar, with the Assignment hereon duly
29 endorsed by, or accompanied'by^a^written^instrument of transfer in form satisfactory to the
30 Paying Agent/Ftegistrar dulyVexecuted byTtheiregistered owner hereof, or his duly authorized
31 agent AWhen^transfer online, Security Register occurs, one or more new fully registered
32 Bonds of^the samesStated Maturity, of authorized denominations, bearing the same rate of
33 interest/ and of the vsame aggregate principal amount will be issued by the Paying
34 Agent/Registrar to the designated transferee or transferees.

x :x \A
%-,-v * >*h- I

35 TheNGity and the Raying Agent/Registrar, and any agent of either, may treat the
36 registered owri'e^hereof whose name appears on the Security Register (i) on the Record Date
37 as the owner emitlejjjo^payjrfent of interest hereon, (n) on the date of surrender of this Bond as
38 the owner entitled^to'fpayment of principal hereof at its Stated Maturity, or its redemption, in
39 whole or in part, and {m)'on any other date as the owner for all other purposes, and neither the
40 City nor the Paying Agent/Registrar, or any agent of either, shall be affected by notice to the
41 contrary. In the event of non-payment of interest on a scheduled payment date and for
42 thirty (30) days thereafter, a new record date for such interest payment (a "Special Record
43 Date") will be established by the Paying Agent/Registrar, if and when funds for the payment of
44 such interest have been received from the City Notice of the Special Record Date and of the
45 scheduled payment date of the past due interest {which shall be fifteen (15) days after the
46 Special Record Date) shall be sent at least five (5) business days prior to the Special Record

7 Date by United States Mail, first class postage prepaid, to the address of each Holder appearing

45839254 1/10612981



1 on the Security Register at the close of business on the last business day next preceding the
2 date of mailing of such notice.

3 It is hereby certified, recited, represented and covenanted that the City is a duly
4 organized and legally existing municipal corporation under and by virtue of the Constitution and
5 laws of the State of Texas; that the issuance of the Bonds is duly authorized by law, that all
6 acts, conditions and things required to exist and be done precedent to and in the issuance of the
7 Bonds to render the same lawful and valid obligations of the City have been properly done, have
8 happened and have been performed in regular and due time, form and manner as required by
9 the Constitution and laws of the State of Texas, and the Ordinances; that the Bonds do not

10 exceed any constitutional or statutory limitation; and that due provision"has been made for the
11 payment of the principal of and interest on the Bonds by a pledgetyif the Net Revenues of the
12 Water/Wastewater System as aforestated. In case any provisiofi intthis Bond or any application
13 thereof shall be invalid, illegal, or unenforceable, the validit^e^alrt/j^and enforceability of the
14 remaining provisions and applications shall not in any way be^affected^orjimpaired thereby. The
15 terms and provisions of this Bond and the Ordinance/shall be construedJn accordance with

and shall be governed by the laws of the State of Texas?/'' ^s *'16

17
18

19
20
21
22
23

24
25
26
27
28
29
30
31

IN WITNESS WHEREOF, the City Councijjof the City has caused this^Bpnd to be duly
executed under the official seal of the City as of thaBond Date:-

CITY DE-AUSTIN, TEXAS

COUNTERSIGNED:

458392541/10612981 10



C. Form of Registration Certificate of Comptroller of Public Accounts to Appear on
Initial Bondfs) only.

REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THE COMPTROLLER

OF PUBLIC ACCOUNTS

THE STATE OF TEXAS

REGISTER NO.

5 I HEREBY CERTIFY that this Bond has been examtnecl^certified as to validity and
6 approved by the Attorney General of the State of Texas, and-dulfVegistered by the Comptroller

of Public Accounts of the State of Texas.

WITNESS my signature and seal of office thisv

Comptroller..̂  Public Accounts
of the State of Texas

7

8

9

10

11
12
13

14 (SEAL)
15
16

17

18

19 ^T his''Bond has been duly^issued and registered in the name of the Registered Owner
20 shown a above under theVpYovisiori.s^qf the within-mentioned Ordinances; the bond or bonds of
21 the above entitled and designated;senes originally delivered having been approved by the
22 Attorney General of the Statejbf TexaYand registered by the Comptroller of Public Accounts, as
23 shown by the-records of theVaymg Agent/Registrar.

\3\ /if
24 The designated office/of the Paying Agent/Registrar in New York, New York is the

D. Form of Certificate of Paving Agent/Registrar to Appear on Definitive Bonds only.
NjFX /'• ££^>~, Sj?j>

^REGISTRATIQltCERTIFICATEOB-PAYING AGENT/REGISTRAR

25 Designated Payment/Transfer Office for this Bond.

26
27
28

29 Registration date:

30
31

2

Deutsche Bank Trust Company Americas,
New York, New York,
as Paying Agent/Registrar

By
Authorized Signature
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Form of Assignment

11

12
13

14
15
16
17
18

ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto
(Print or typewrite name, address, and zip code of transferee)'

6 (Social Security or other identifying number

constitutes and
J the within Bond and all rights thereunder, and hereby irrevocably

appoints
9 attorney to transfer the within Bond on the books kept for registratjo'h thereof, with full power of

10 substitution in the premises.

DATED.

Signature guaranteed.

NOTICE' Th~e'signature?pn this
assignment must correspond with the
name^qtthe registered owneras it
appears on the face of the witriirvBond in

<eyery particular.^ v\

F. The Initial Bond(s) shall be^imtheiform setforthJn paragraph B of this Section,
except that the form of a sinqle'fuilv'redistered Initial-Bond shall be modified as follows:

REGISTERED
NO. T-1

REGISTERED
$135,000,000

UNITED STATESXDF AMERICA
Y<\STATE'Ol|TEXAS

OF AUSTIN, TEXAS,
WATER%ANDVWASTEWATER SYSTEM'REVENUE REFUNDING BOND,

iSERIES 2006A
--r?

X^-- l̂7-
Bond Date:'-,Noveririberx15, 2006

s?-.' >/ ^;,'-> - -

Registered Owner:

Principal Amount One Hundred Thirty-Five Million Dollars
Vt. ,«\ s'» ' 1 J

19 The City^pfiAustin (hereinafter referred to as the "City"), a body corporate and municipal
20 corporation in the*Cqunties:of Travis and Williamson, State of Texas, for value received, hereby
21 promises to pay to the^Registered Owner named above, or the registered assigns thereof, solely
22 from the revenues hereinafter identified, the Principal Amount hereinabove stated on
23 November 15 in each of the years and in principal installments in accordance with the following
24 schedule1

YEAR OF
MATURITY

PRINCIPAL
INSTALLMENTS

INTEREST
RATE

(Information to be inserted from schedule in Section 3 hereof).
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1 (or so much thereof as shall not have been paid upon prior redemption) and to pay interest,
2 computed on the basis of a 360-day year of twelve 30-day months, on the unpaid principal
3 amounts hereof from the interest payment date next preceding the "Registration Date" of this
4 Bond appearing below (unless this Bond bears a "Registration Date" as of an interest payment
5 date, in which case it shall bear interest from such date, or unless the "Registration Date" of this
6 Bond is prior to the initial interest payment date in which case it shall bear interest from the
7 Bond Date) at the per annum rates of interest specified above; such interest being payable on
8 May 15, 2007 and on each November 15 and May 15 thereafter until maturity or prior
9 redemption. Principal installments of this Bond are payable to the registered owner hereof by

10 Deutsche Bank Trust Company Americas, New York, New York (theJPaying Agent/Registrar"),
1 1 upon presentation and surrender, at its designated offices in >New- York, New York {the
12 "Designated PaymentATransfer Office"). Interest is payable to the^egistered owner of this Bond
13 whose name appears on the "Security Register" mamtainecLby'tne Paying Agent/Registrar at
14 the close of business on the "Record Date", which is the last-business day of the month next
15 preceding each interest payment date and interest shall,b&paid bylrielf^aying Agent/Registrar
16 by check sent United States Mail, first class postage^pfepaid. to the address of the registered
17 owner recorded in the Security Register or by such ^otKer method, acceptable to the Paying
1 8 Agent/Registrar, requested by, and at the risk and'expense of, the registerecl^owner. If the date
19 for the payment of the principal of or interest orijthe^Bonds shalhbe a Saturday^Sunday, a legal
20 holiday, or a day when banking institutions in theCcity^where/fhe^Designated Payment/Transfer
21 Office of the Paying Agent/ Registrar is located are authorized by law or executive order to
22 close, then the date for such payment-shall be the nextrsucceedmg day which is not such a
23 Saturday, Sunday, legal holiday, or day^when. banking institutions are authorized to close; and
24 payment on such date shall have theNsa"rrie|fprce and effect^as if made on the original date
25 payment was due. All payments of principal of^premium, if any, 'and interest on this Bond shall
26 be without exchange or collection charges'to the ownervhe^eof and in any coin or currency of

(27 the United States of Amenca'^which at the\time.dfL,payment*is^legal tender for the payment of
__ ... . . . . jC,!-' "*i,a™lLi* ij'i< K "*- *rt " * ' . '•>., :jf ^
28 public and private debts«^ Xi)X

29 SECTION 11: CRITERIA FOR ISSUANCE OF PARITY WATER/WASTEWATER
30 OBLIGATIONS. The City has prqvidecUcertain 'criteria and established certain covenants and
31 agreements in relation,|tpvthe- issuanjce^of1t,Parity Water/Wastewater Obligations of the
32 Water/Wastewater^SysterfV'pursuant to "tfie^Maysfer Ordinance and Prior Supplements. This
33 Twelfth/ SupplemeritNprovidesv for the authorization, issuance, sale, delivery, form,
34 characteristics, provisions of^payment, and security of the Bonds which are Parity
35 Water/Wastewater Obligations TheiMaster Ordinance is incorporated herein by reference and
36 made Kpart hereof for afnpurposesjfSxcept to the extent modified and supplemented hereby,
37 and theNBonds are hereby^ (declared to be Parity Water/Wastewater Obligations under the
38 Master Ordinance and Prior ;Supplements. The City hereby determines that it will have
39 sufficient funds^tpsmeet theVfinancial obligations of the Water/Wastewater System, including
40 sufficient Net Revenues^tofpay the Annual Debt Service Requirements of the Bonds and the
41 Previously Issued Parity^Water/Wastewater Obligations and to meet all financial obligations of
42 the City relating to the^Water/Wastewater System.

43 SECTION 12: PLEDGE. Subject to the prior claim and lien on the Net Revenues of the
44 Water/Wastewater System to the payment and security of the Prior First Lien Obligations
45 currently Outstanding, including the funding and maintenance of the special funds established
46 and maintained for the payment and security of such Prior First Lien Obligations, the Net
47 Revenues of the Water/Wastewater System are hereby pledged to the payment of the Bonds,
48 and the Bonds, together with the Prior Subordinate Lien Obligations, the Previously Issued

9 Separate Lien Obligations and the Previously Issued Parity Water/Wastewater Obligations
0 currently Outstanding, shall be equally and ratably secured by a parity lien on and pledge of the
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1 Net Revenues of the Water/Wastewater System in accordance with the terms of the Master
2 Ordinance and this Twelfth Supplement. Additionally, the Bonds and the Previously Issued
3 Parity Water/Wastewater Obligations shall be equally and ratably secured by a lien on the
4 funds, if any, deposited to the credit of the Debt Service Fund and Reserve Fund in accordance
5 with the terms of the Master Ordinance, the Prior Supplements and this Twelfth Supplement It
6 is hereby ordained that the Parity Water/Wastewater Obligations, and the interest thereon, shall
7 constitute a lien on the Net Revenues of the Water/Wastewater System and be valid and
8 binding and fully perfected from and after the date of adoption of this Twelfth Supplement
9 without physical delivery or transfer or transfer of control of the Net Revenues, the filing of this

10 Twelfth Supplement or any other act, all as provided in Chapter 1208*of the Texas Government
1 1 Code, as amended. The owners of the Parity Water/Wastewater^Obligations shall never have
1 2 the right to demand payment out of funds raised or to be raisedyby-taxation, or from any source
13 other than specified in the Master Ordinance, the Pnor/Supplements and this Twelfth
14 Supplement. '

1 5 Section 1 208, Government Code, as amended/applies to the issuance of the Bonds and
16 the pledge of the Net Revenues of the Water/Wastewafer" System granteo^by^he City under this
17 Section 12, and such pledge is therefore valid, effectpf and perfected. If Texas'law is amended
18 at any time while the Bonds are Outstanding such^that the pledge of the Nef'Revejiues of the
19 Water/Wastewater System granted by the City undeothis Sect(orv*'l 2 is to be subject to the filing
20 requirements of Chapter 9, Business & CommerceJCode^then in order to preserve to the
21 registered owners of the Bonds the perfection of the^se^cunty interest in said pledge, the City
22 agrees to take such measures as it determines are reasonable and necessary under Texas law
23 to comply with the applicable provisiorissofv6hapter g.^-Business & Commerce Code, as'
24 amended, and enable a filing to perfect the'-securityihterest msaciptedge to occur.

25 SECTION 13- DEBJ^SERVICE FUND.^By.feason^ofjfoyssuance of the Bonds, the City
26 need not establish any speciaraccounts withln'the/Debt ServiceT Fund and following the delivery
27 of the Bonds, the City^hereby agrees and covenants that in addition to the deposits for the
28 payment of the Previously Issued parity Water/Wastewater Obligations there shall be deposited
29 to the credit of the bebUService/Fun'd.an amount equal to one hundred percent (100%) of the
30 amount required to fuflyjpay thelnterest ̂ riTand^rjncipal of the Bonds falling due on or before
31 each matjjrity^andatoryVe&'emption date^and^iriterest payment date, and such deposits shall
32 be made" inrsubstantiajly equakmonthly amounts on or before the 14th day of each month
33 beginning/^ or before "the l"4trr'day of the month next following the month the Bonds are
34 delivered to the initial purchaser

"*. "S ' -. 'v

35 The required monthly deposits to the Debt Service Fund for the payment of principal of
36 and interest^brivthe Bonds shall continue to be made in the manner provided herein until such* * < • * • * / ?
37 time as (i) the~1qtal,amoimVon,deposit in the Debt Service Fund is equal to the amount required
38 to fully pay and^discharge, a^Parity Water/Wastewater Obligations then Outstanding or (u) the
39 Bonds are no longer<putstanding, i.e., fully paid as to principal and interest or all the Bonds have
40 been refunded. \X

41 Accrued interest received from the initial purchaser(s) of the Bonds shall be deposited in
42 the Debt Service Fund, and shall be taken into consideration and reduce the amount of the
43 monthly deposits that would otherwise be required to be deposited to the credit of such Debt
44 Service Fund from the Net Revenues of the Water/Wastewater System.

45 SECTION 14: RESERVE FUND. In accordance with the provisions of the Prior
6 Supplements authorizing the issuance of the Previously Issued Water/Wastewater Obligations,
7 the amount currently on deposit to the credit of the Reserve Fund is $32,071,236.75 (the
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1 "Current Reserve"), which Current Reserve is funded in full with surety bonds issued by (i) MBIA
2 Insurance Corporation in the amounts of $3,649,128, $4,339,756.24 and $2,075,370.29, (ti)
3 Financial Security Assurance Inc. ("FSA") in the amounts of $7,737,801.19, $1,938,219 and
4 $2,840,932.12 and (HI) Ambac Assurance Corporation in the respective amounts of $3,580,911,
5 $5,546,059.41 and $363,059.50. By reason of the issuance of the Bonds, the Required
6 Reserve Amount shall be and is hereby recalculated and determined to be $ .
7 Upon the issuance of the Bonds, a surety bond (the "Reserve Fund Policy") in an amount equal
8 to the difference between the Required Reserve Amount and the Current Reserve issued by
9 shall be deposited to the credit of the Reserve Fund to fully

10 fund the Required Reserve Amount The City Council hereby fmdsjhat with respect to the
11 Bonds, the acquisition of the Reserve Fund Policy will result in the 'Reserve Fund being fully
12 funded. Any draws on the surety bonds or other credit agreements funding the Required
13 Reserve Amount on which there is available coverage sh^ajlfBeCmade on a pro rata basis
14 (calculated by reference to coverage then available undejy.e£ch\such surety bond or credit
15 agreement) after applying available cash and investments in\the Reserye>Fund.

16 The Insurance Agreement (the "Insurance Agreement") by and Between the City and
17 attached heretq/as^Exhibit C and incorporated herein by
18 reference as a part of this Twelfth Supplement^f6r<jall purposes^as if all the provisions thereof
19 were restated in full as part of this Section, is herebyapproved as'to form and content, and such
20 Insurance Agreement in substantially the form ancJ^substahce" attached hereto, together with
21 such changes or revisions as may be [necessary to comply with Texas law, is hereby authorized
22 to be executed by the City Treasurertfor^nd^on behalf of the^City and as the act and deed of
23 this governing body; and such Insurance^Agreement as^eSecuted by said official shall be
24 deemed approved by the City Council and'cpnstitutejheMnsurahce>Agreement herein approved

25 The provisions ofxSection 8 of the"-MasterxOrdina_nce^relating to the Reserve Fund,
26 particularly paragraphsx(b);V(crand (d) therebf.^e^hereby incorporated by reference and made
27 a part hereof as if thelsarne were'restated in fuli.Vn this Section, and to the extent of any conflict
28 between the provisions of said Section 8 and^thesprovisions hereof with respect to draws on
29 any Credit Agreement and the reinstatement of^thejull amount afforded by Credit Agreement,
30 the provisions of the Prior^Suppfejrientsjwith^espect to such Credit Agreement and such Credit
31 Agreementf'sriall^govern^^FurthermoreT^in^acc&rdance with Section 10(d) of the Master
32 Ordinance^'theFCityiGouncil^hefeby finds that the Gross Revenues will be sufficient to meet the
33 obligations^ the Water/Waste water System, including sufficient Net Revenues to satisfy the
34 Annual \pebt Service ̂ Requirements of Parity Water Wastewater Obligations currently
35 Outstanding and the financial obligations of the City under any Credit Agreement entered into
36 with the above-named surety&ond providers.

37 SECTIOKU5: PAYMENT OF BONDS. On or before the first scheduled interest payment
38 date, and on orvbefpr,e each/interest payment date and principal payment date thereafter while
39 any of the Bondsvaf^^)utstanding, the City shall cause an amount to be transferred to the
40 Paying AgenVRegistrarJin immediately available funds from the Debt Service Fund and Reserve
41 Fund, if necessary, sufficient to pay such interest on and such principal amount of the Bonds, as
42 shall become due on such dates, respectively, at maturity or by redemption prior to maturity
43 The Paying Agent/Registrar shall destroy all paid Bonds and furnish the City with an appropriate
44 certificate of cancellation or destruction

45 SECTION 16: COVENANTS TO MAINTAIN TAX-EXEMPT STATUS.

(a) Definitions. When used in this Section 16, the following terms have the following
7 meanings:
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1 "Closing Date" means the date on which the Bonds are first authenticated
2 and delivered to the Underwriters against payment therefor.

3 "Code" means the Internal Revenue Code of 1986, as amended by all
4 legislation, if any, effective on or before the Closing Date.

5 "Computation Date" has the meaning set forth in Section 1.148-1 {b) of the
6 Regulations.

7 "Gross Proceeds" means any proceeds as defined infection 1.148-1 (b)
8 of the Regulations, and any replacement proceeds as,|defined in Section
9 1.148-1 (c) of the Regulations, of the Bonds. X^r

10 "Investment" has the meaning set forth in^Secti<5h'̂ .148-1{b) of the
11 Regulations. \LX

12 "Nonpurpose Investment" means any^rfvestment proper1y;'<as^defined in
13 section 148(b) of the Code, in which Gross'|roceeds of the Bonds ^invested
14 and which is not acquired to carry out the;governmental purposes of the^Bonds.

" ~ " *

15 "Rebate Amount" has the meaning sef.forth^Section 1.148-1 (b) of the
16 Regulations. " "^"

17 "Regulations" means any^pr^posed, temporary, or final Income Tax
18 Regulations issued pursuant to'Sections J037and 14Htfirough 150 of the Code,
19 and 103 of the Internal Revenuef3?ode of;,1986,̂ hich;are applicable to the
20 Bonds Any reference,, to any \specific'.Regulation shall also mean, as

v*?£? * * •* -^. ̂ \. J i St ^ ^ "**£ ' s

21 appropriate, any/proposed^temporary^or final Incorrie^Tax Regulation designed
22 to supplement^amend or replace the specific Regulation referenced.

23 "y/e/^.,pfv{1) any Jnyestment hassthev meaning set forth tn Section 1.148-
24 5 of the Regulations andl(2) 'itrieiBondsNhas the meaning set forth in Section

^ X-'^^iX. •*"' '̂ 1J> ' * ^ W ? ^ f * ^- '*'

25 1 148-4;otthe Regulations:
,-• * M _ ̂ E ^ -v , f ! £*

• . fck

26 /•$>}/' Not to.Cause Interest to Become Taxable The City shall not use, permit the use
27 of, or omit to use Grbss^^roceeds^or any other amounts {or any property the acquisition,
28 construction or improvement of whjch is to be financed directly or indirectly with Gross
29 Proceeds)7in^ manner whichNf made^r omitted, respectively, would cause the interest on any
30 Bond to become mcludablelinhhe gross income, as defined in section 61 of the Code, of the
31 owner thereoMoWederal income tax purposes. Without limiting the generality of the foregoing,
32 unless and untihthe^City.receives a written opinion of counsel nationally recognized in the field
33 of municipal boncfl^wjto'ttie effect that failure to comply with such covenant will not adversely
34 affect the exemptionYrorn'federal income tax of the interest on any Bond, the City shall comply
35 with each of the specific covenants in this Section.

36 (c) No Private Use or Private Payments. Except as permitted by section 141 of the
37 Code and the Regulations and rulings thereunder, the City shall at all times prior to the last
38 Stated Maturity of Bonds:

39 (1) exclusively own, operate and possess all property the acquisition,
40 construction or improvement of which is to be financed or refinanced directly or

indirectly with Gross Proceeds of the Bonds (including property financed with
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1 Gross Proceeds of the Refunded Obligations), and not use or permit the use of
2 such Gross Proceeds (including all contractual arrangements with terms different
3 than those applicable to the general public) or any property acquired, constructed
4 or improved with such Gross Proceeds in any activity carried on by any person or
5 entity (including the United States or any agency, department and instrumentality
6 thereof) other than a state or local government, unless such use is solely as a
7 member of the general public; and

8 (2) not directly or indirectly impose or accept any charge or other
9 payment by any person or entity who is treated as using Gross Proceeds of the

10 Bonds or any property the acquisition, construction or improvement of which is to
11 be financed or refinanced directly or indirectly withysucrf Gross Proceeds
12 {including property financed with Gross Proceeds of the Refunded Obligations),
13 other than taxes of general application within the^City"or interest earned on
14 investments acquired with such Gross Proceeds <perfdingxa^plication for their
15 intended purposes. ^p5^ \̂

16 (d) No Private Loan. Except to the exterifipermitted by section T4^of the Code and
17 the Regulations and rulings thereunder, the Cit^shall not use Gross Proceeds--ofthe Bonds to
18 make or finance loans to any person or entity\>ther than a^state or local government For
19 purposes of the foregoing covenant, such Gross Prbceeds^are^considered to be "loaned" to a
20 person or entity if. (1) property acquired, constructed or^Jimproved with such Gross Proceeds is
21 sold or leased to such person or entity ifr^transaction wfiich^creates a debt for federal income
22 tax purposes, (2) capacity in or serviceWolrv-sucruproperty is;comm!tted to such person or entity
23 under a take-or-pay, output or similarXcbntracttor^arrangement; or (3) indirect benefits, or
24 burdens and benefits of ownership, of\such Gross. *PrpceebsJ^or any property acquired,
25 constructed or improved witlvsucrj Gross Ffroceecis/are^otherwise transferred in a transaction
26 which is the economic equivaie'htk>f;a loan. \ t "

&••'.. 'ajf v is; )A v

27 (e) Not<to Invest at Higher Yield. Except to the extent permitted by section 148 of
28 the Code and the Regulations and rulings thereunder, the City shall not at any time prior to the
29 final Stated Maturity ofthe'Bonds directly^indirectly invest Gross Proceeds in any Investment
30 (or use Grossrlfroceeds to^eplace money-so^jnvested), if as a result of such investment the
31 Yield frpm^the^Closjng^ate^ofjall Investments^acquired with Gross Proceeds (or with money
32 replaced .thereby), whether then' held or previously disposed of, exceeds the Yield of the Bonds.

33 \f)\ Not FederailyNGuaranteed. Except to the extent permitted by section 149(b) of
34 the Code^andjhe Regulatio'ns"'and rulings thereunder, the City shall not take or omit to take any
35 action which {would cause the. Bonds to be federally guaranteed within the meaning of section
36 149(b) of the Code and the/Regulations and rulings thereunder.

37 (g) Informatibn.Report. The City shall timely file the information required by section
38 149(e) of the Code with»the Secretary of the Treasury on Form 8038-G or such other form and
39 in such place as the Secretary may prescribe.

40 (h) Rebate of Arbitrage Profits. Except to the extent otherwise provided in section
41 1 48(f) of the Code and the Regulations and rulings thereunder:

42 (1) The City shall account for all Gross Proceeds (including all receipts,
43 expenditures and investments thereof) on its books of account separately and
44 apart from all other funds (and receipts, expenditures and investments thereof)

5 and shall retain all records of accounting for at least six years after the day on
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1 which the last Outstanding Bond is discharged However, to the extent permitted
2 by law, the City may commingle Gross Proceeds of the Bonds with other money
3 of the City, provided that the City separately accounts for each receipt and
4 expenditure of Gross Proceeds and the obligations acquired therewith.

5 (2) Not less frequently than each Computation Date, the City shall
6 calculate the Rebate Amount in accordance with rules set forth in section 148(f)
7 of the Code and the Regulations and rulings thereunder. The City shall maintain
8 such calculations with its official transcript of proceedings relating to the issuance
9 of the Bonds until six years after the final Computation Date.

10 (3) As additional consideration for the purchase .pMhe Bonds by the
11 Underwriters and the loan of the money represented^fhereby and in order to
12 induce such purchase by measures designed to insure'the^exctudability of the
13 interest thereon from the gross income of the owners^thereofsfpNfederal income
14 tax purposes, the City shall pay to the United States out of the DebJtService Fund
15 or its general fund, as permitted by applicable Texas statute^regulation or
16 opinion of the Attorney General of the State^f Texas, the amount^that when
17 added to the future value of previous^rebate payments made for tHie^Bonds
18 equals (i) in the case of a Final ComputatiohNDate as^defmed in Sectiorr-lrl 48-
19 3(e)(2) of the Regulations, one hundred percentJ/l66%) of the Rebate Amount
20 on such date; and (n) in the case of any other\iqmputation Date, ninety percent
21 (90%) of the Rebate Amount^oritsuch^date. In allfcases, the rebate payments
22 shall be made at the times, in the)instajlments, to th^eTplace and in the manner as
23 is or may be required by sectidq^8i(fJK6Cthe^Code^and^the Regulations and
24 rulings thereunder, and shall befaccompapied^by,^prm\8038-T or such other
25 forms and informatiorTa^is.pr may beVpquired by^Sectipn 148(f) of the Code and
26 the Regulations-alid'rUlinqs thereund'er^"-/ ^^^iy \ \ \\
27 (4) ^he^City shall exercise reasonable diligence to assure that no errors
28 are made inWeJcalculatipns,and>paymevnts]irequired by paragraphs (2) and (3),
29 and if an error Msbmade;; td-discpver^andfpromptly correct such error within a
30 reasonable-amount;©! jirrie thereafter-(a'ncHn all events within one hundred eighty
31 (-1 SpJ/daysVafter^discovery of the error), including payment to the United States of
32 /Xany'additionalsRebateNsAmc;unt owed to it, interest thereon, and any penalty
33 S> imposed under Section 1.148-3(h) of the Regulations.

\ \ \V~\ V 5xN,-&\ % - 7 \$ y
34 (iKffiv Not to Divert^Arbitraae Profits. Except to the extent permitted by section 148 of
35 the Code andithe Regulations and rulings thereunder, the City shall not, at any time prior to the
36 earlier of the^Stated Maturitv/or final payment of the Bonds, enter into any transaction that
37 reduces the amount^regujred'to be paid to the United States pursuant to Subsection (h) of this
38 Section because sucjjftransaction results in a smaller profit or a larger loss than would have
39 resulted if the transaction had been at arm's length and had the Yield of the Bonds not been
40 relevant to either party.

41 (j) Elections. The City hereby directs and authorizes the Mayor, City Manager,
42 Chief Financial Officer, Deputy Chief Financial Officer or Ctty Treasurer, individually or jointly, to
43 make elections permitted or required pursuant to the provisions of the Code or the Regulations,
44 as they deem necessary or appropriate in connection with the Bonds, in the Certificate as to Tax
45 Exemption or similar or other appropriate certificate, form or document
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1 (k) Bonds Not Hedge Bonds. (1) At the time the original obligations refunded by the
2 Bonds were issued, the City reasonably expected to spend at least 85% of the spendable
3 proceeds of such original obligations within three years after such obligations were issued and
4 (2) not more than 50% of the proceeds of the original obligations refunded by the Bonds were
5 invested in Nonpurpose Investments having a substantially guaranteed Yield for a period of 4
6 years or more

7 (I) Current Refunding. The Refunded Obligations being refunded by the Bonds
8 constitute a current refunding as the payment of such Refunded Obligations will occur within 90
9 days of the delivery of the Bonds.

10 SECTION 17 AMENDMENT OF TWELFTH SUPPLEMENT.

11 (a) Required Owner Consent for Amendments.^ vThe>owners of a majority in
1 2 Outstanding Principal Amount of the Bonds shall have the right'frorrYtime^to time to approve any
13 amendment to this Twelfth Supplement which may betdeemed necessary, or desirable by the
14 City, provided, however, nothing contained herein/shall''permit or be construed to permit the
15 amendment of the terms and conditions in this TwelftJvSupplement so as toN \̂

i"™ y -\ *"' $->
' ' -

16 (1 ) Make any change in the maturity f^any of theSutstanding Bonds; v
1 7 (2) Reduce the rate of interest borne by any^of the Outstanding Bonds,
18 (3) Reduce the amount of the principal payable/otTthe Bonds;
19 (4) Modify the terms of payment^of principal^ofhpremium, if any, or interest on the
20 Outstanding Bonds or irnposela^y^condition^with^ respect to such payment,
21 (5) Affect the rights of the owners of less^than all oRhe3onds then Outstanding;
22 (6) Amend this subsection (ajVlhis SectionT'or^ X^

I23 (7) Change the/minimum percentage^ the'principaLamount of Bonds necessary for
24 consent to^anyvamendment, Vv/fe^ ^ ^

v« . . is*!! » J <. ! sl

jfT S Vr-^i \l~\
26 unless such amendment or amendments be approved by the owners of all of the Bonds affected
27 by the change or amendment then'Qutstanding.\">\

28 fb) ̂ r!Notice of Amendment ReoTuirinQ^Gonsent. If at any time the City shall desire to
29 amend^this-Twelfth^SupplemeritNunder this Section, the City shall cause notice of the proposed
30 amendment to be published iruaNinancial newspaper or journal published in The City of New
31 York^ New York, and a'riewspaper^pf^general circulation in the City, once during each calendar
32 week format least two successive calendar weeks. Such notice shall briefly set forth the nature of
33 the proposedNamendment and shall state that a copy thereof is on file with the Paying Agent
34 for the Bonds.^Such publication is not required, however, if notice in writing is given by United
35 States Mail, first-lass postage/prepaid, to each owner of the Bonds.

36 (c) Time.Pefiod'for Obtaining Consent. If within one year from (i) the date of the first
37 publication of said notice'or (ii) the date of the mailing by the Paying Agent of written notice to
38 the owners of the Bonds, whichever date first occurs if both methods of giving notice are used,
39 the City shall receive an instrument or instruments executed by the owners of at least a majority
40 in Outstanding Principal Amount of the Bonds consenting to and approving such amendment in
41 substantially the form of the copy thereof on file with each Paying Agent, the governing body of
42 the City may pass the amendatory ordinance in substantially the same form.

43 (d) Revocation of Consent. Any consent given by the owner of a Bond pursuant to
the provisions of this Section shall be irrevocable for a period of six months from the date for
measuring the one year period to obtain consents noted in paragraph (c) above, and shall be
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1 conclusive and binding upon all future owners of the same Bonds during such period. At any
2 time after six months from the date for measuring the one year period to obtain consents noted
3 in paragraph (c) above, such consent may be revoked by the owner who gave such consent, or
4 by a successor in title, by filing written notice thereof with the Paying Agent for such Bonds and
5 the City, but such revocation shall not be effective if the owners of at least a majority in
6 Outstanding Principal Amount of the then Outstanding Bonds as determined in accordance with
7 this Section have, prior to the attempted revocation, consented to and approved the
8 amendment.

9 (e) implementation of Amendment Upon the passage of any amendatory ordinance
10 pursuant to the provisions of this Section, this Twelfth Supplement)shall be deemed to be
11 amended, and the respective rights, duties and obligations jof' the City under this Twelfth
12 Supplement and all the owners of then Outstanding Bonds<shall thereafter be determined,
13 exercised and enforced hereunder, subject in all respects to*such amendment.

'
j\ £ \

1 4 (f) Amendment without Consent. The/vforegoing provisions of this Section
15 notwithstanding, the City by action of its governingtbpdy may amend this^welfth Supplement
1 6 for any one or more of the following purposes-

17 (1) To add to the covenants and agreements of^e City containedM'n this
18 Twelfth Supplement, other covenants and agre^emen^thereafter to be observed,
19 grant additional rights or remedies to the owriersWthe Bonds or to surrender,
20 restrict or limit any right or power'herein reserved'tcr'or conferred upon the City,

\*^\ XS&v.\ H > ^. ^**^ ^*kh t'-V\ \ ^*t' ' ^. £̂5™. '£• T^i

21 (2) To make such provisions for-the#,purpose ofjcunng any ambiguity, or
22 curing, correcting or supplementihg^any o!efectivesprovision contained in this
23 Twelfth Supplement,Torrin-.regard toVctarifyjngxmatterstpr-questions arising under

' x v \ y "" i f , T*X . < ~.'
24 this Twelfth Suppjementr^aSyare necessary'or desirable and not contrary to or
25 inconsistent wifh|ttiis Tweifth\Supplemerif and which shall not adversely affect
26 the interests^ofethe owners ofthe BondsHhen Outstanding;

* \ it. °
\ I*1

27 (3) To modify any^pfithejjprovisionsvof this Twelfth Supplement in any
28 other-respect wh'sfte^erV' providecJ^tria^such modification shall be, and be
29 expressed-tolbe, effecjive only after alllhe Bonds outstanding at the date of the
30 X.adoption of such-modification shall cease to be outstanding;

\- ' c \,''' *\ A! - >vv,' s\ > \\ V*-'\,
31 \f'r\ (4) "^° make .such amendments to this Twelfth Supplement as may be
32 required, in the opiriipiiof Bone! Counsel, to ensure compliance with sections 103
33 andM41A through 15p,3;Of the Code and the regulations promulgated thereunder
34 and applicable thereto;'"

35 (5) To^make such changes, modifications or amendments as may be
36 necessary or^rjesirable in order to allow the owners of the Bonds to thereafter
37 avail themselves of a book-entry system for payments, transfers and other
38 matters relating to the Bonds, which changes, modifications or amendments are
39 not contrary to or inconsistent with other provisions of this Twelfth Supplement
40 and which shall not adversely affect the interests of the owners of the Bonds;

41 (6) To make such changes, modifications or amendments as may be
42 necessary or desirable in order to obtain or maintain the granting of a rating on
43 the Bonds by a Rating Agency or to obtain or maintain a Credit Agreement or a

4 Credit Facility; and
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1 (7) To make such changes, modifications or amendments as may be
2 necessary or desirable, which shall not adversely affect the interests of the
3 owners of the Bonds, in order, to the extent permitted by law, to facilitate the
4 economic and practical utilization of interest rate swap agreements, foreign
5 currency exchange agreements, or similar types of agreements with respect to
6 the Bonds. Notice of any such amendment may be published by the City in the
7 manner described in clause (b) of this Section; provided, however, that the
8 publication of such notice shall not constitute a condition precedent to the
9 adoption of such amendatory ordinance and the failure to publish such notice

10 shall not adversely affect the implementation of such amendment as adopted
11 pursuant to such amendatory ordinance. /?y

12 (g) Ownership. For the purpose of this Section.^the'-'ownership and other matters
13 relating to all Bonds shall be established by the Security^egisteYViaintained by the Paying
14 Agent. Furthermore, the owner of any Bonds insured as%cf the payment of principal of and
15 interest thereon shall be deemed to be the insurance company ^providing the insurance
16 coverage on such Bonds; provided such amendm'enf to this Twelfth^Supplement is an
17 amendment that can be made with the consent of^i'majority in Outstanding 'Principal Amount of
18 the Bonds and such insurance company is not'in.default with respect to its obligations under its

* * V '• -;'-?, f ., *d. *"' f Hfc

19 insurance policy.

20 SECTION 18 FINAL DEPOSITS;^OVERNMENTAL70BLIGATIONS. All or any of the
21 Bonds shall be deemed to be paid, retireeTand no longer;outstanding within the meaning of this
22 Twelfth Supplement when payment of Yhe^principjal^of, and redemption premium, if any, on such
23 Bonds, plus interest thereon to the dueTdatelrierebf^fwhethef^such due date be by reason of

\ *• î a. *$& ^i*,,*J^*s* ^* '̂̂rt A _ L . * * . . . _ .1 \ -i i y\ i iii \ t n *>» ^If1 '^v- it »'4 i i • i »• i

24 maturity or otherwise) either (i) shall have^een madetor causecftq;be made in accordance with
25 the terms thereof, or (u)xshalf have been^rovtde^.by^irrev^cably depositing with, or making
26 available to, the PayingfAgent/Registrar, in Vusf^ahd irrevocably set aside exclusively for such
27 payment, (1) monevySufficient to make such payment or (2) Government Obligations, certified
28 by an independentj>ublic accounting/firm of national reputation, to mature as to principal and
29 interest in such am6untsvand at.suciLtimes as wiffiinsure the availability, without reinvestment,

v-"- ,V y* • • •~*r̂ . v~** \ '

30 of sufficient money to make such-paymepCand ajknecessary and proper fees, compensation
31 and expensejTbTthe Paying^Agelit/Registrar-wjFPrespect to which such deposit is made shall
32 have beej^paid^or^the "payment thereof provided for the satisfaction of the Paying
33 Agent/Registrar. At"sucfetimeAas.a«.Bond shall be deemed to be paid hereunder, as aforesaid, it
34 shallCnoJonger be securecJsby Disentitled to the benefit of this Twelfth Supplement, the Master
35 Ordinahce>gr a lien on and pledge ofjhe Net Revenues of the Water/Wastewater System, and
36 shall be entitled to paymentvsolely from such money or Government Obligations.

37 Any moneys so deposited with the Paying Agent/Registrar, or an authorized escrow
38 agent, may at tfie'-directioniof'the City also be invested in Government Obligations, maturing in
39 the amounts and at:Jhettimes as hereinbefore set forth, and all income from all Government
40 Obligations not requirecffor the payment of the Bonds, the redemption premium, if any, and
41 interest thereon, with respect to which such money has been so deposited, shall be turned over
42 to the City or deposited as directed by the City The City covenants that no deposit will be made
43 or accepted under clause (li) of this Section and no use made of any such deposit which would
44 cause th§ Bonds to be treated as arbitrage bonds within the meaning of Section 148 of the
45 Internal Revenue Code of 1986, as amended.

46 Notwithstanding any other provisions of this Twelfth Supplement, all money or
Government Obligations set aside and held in trust pursuant to the provisions of this Section for
the payment of the Bonds, the redemption premium, if any, and interest thereon, shall be
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1 applied to and used for the payment of such Bonds, the redemption premium, if any, and
2 interest thereon and the income on such money or Government Obligations shall not be
3 considered to be "Gross Revenues" under this Twelfth Supplement.

4 SECTION 19: DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS
5 In the event any Outstanding Bond is damaged, mutilated, lost, stolen, or destroyed, the Paying
6 Agent/Registrar shall cause to be printed, executed, and delivered, a new bond of the same
7 principal amount, maturity, and interest rate, as the damaged, mutilated, lost, stolen, or
8 destroyed Bond, in replacement for such Bond in the manner hereinafter provided. An
9 application for the replacement of damaged, mutilated, lost, stolen, or^destroyed Bonds shall be

10 made to the Paying Agent/Registrar. In every case of loss, theft, or .destruction of a Bond, the
11 applicant for a replacement bond shall furnish to the City and^to-the Paying Agent/Registrar
12 such security or indemnity as may be required by them to save'each^of them harmless from any
13 loss or damage with respect thereto. Also, in every case ojcloss^theft;,pr destruction of a Bond,
14 the applicant shall furnish to the City and to the Payintj^Xgent/Registrar evidence to their
15 satisfaction of the loss, theft, or destruction of such Bon^Jas the case may'be. In every case of
16 damage or mutilation of a Bond, the applicant shall^surre'nder to the Paying^Agent/Registrar for
17 cancellation the Bond so damaged or mutilated. Prior/to the issuance of any;replacement bond,
18 the Paying Agent/Registrar shall charge the owner'of such Bond with all legal^rmting, and
19 other expenses in connection therewith. Everyireplacemenftbond issued pursuant to the
20 provisions of this Section by virtue of the fact tharanysBond/s lost, stolen, or destroyed shall
21 constitute a contractual obligation of the^City whether^or-npt'the lost, stolen, or destroyed Bond
22 shall be found at any time, or be enfdrceable.by anyone^atfel^hall be entitled to all the benefits
23 of this Twelfth Supplement equally and\p)5pbftipnateiy witrMn^and all other Bonds duly issued
24 under this Twelfth Supplement. x':^ '̂"̂  \f-SX.

_

I25 Notwithstanding the;foregpmg provisibns^brtriis^Section, in the event any such Bond
26 shall have matured, andmo^defaiiff'has occurre^-which is then-continuing in the payment of the
27 principal of, redemptionJpfemium^.if!!any, or interest on the Bond, the City may authorize the
28 payment of the samejffwithout surrender thereof<except in the case of a damaged or mutilated
29 Bond) instead of issljing. a replacement Bond, provided security or indemnity is furnished as
30 above provided in this^Section^Eurthermore^irii accordance with V.T C.A., Government Code,
31 Section 1206"022,vJhisxSection shall ^constitute authority for the issuance of any such

^-M-" ; '' .]& "»£l ',, t "W J •*

32 replacement'bond-without necessity of further action by the governing body of the City or any
33 other-body'or person^and the^duty^pf the replacement of such bonds is hereby authorized and
34 imposed upon the Paying Agent/Registrar, and the Paying Agent/Registrar shall authenticate
35 and deiiyeusuch bonds inMhe.form and1 manner and with the effect, as provided in Section 6 of
36 this Twelfth Supplement for%dnds issued in exchange for other Bonds

\ \ }? £
37 SECTION 20^ TWELFTH SUPPLEMENT TO CONSTITUTE A CONTRACT; EQUAL
38 SECURITY. InXconsidefatioVi of the acceptance of the Bonds, the issuance of which is
39 authorized hereunSer^by^hose who shall hold the same from time to time, this Twelfth
40 Supplement shall be "deemed to be and shall constitute a contract between the City and the
41 Holders from time to time of the Bonds and the pledge made in this Twelfth Supplement by the
42 City and the covenants and agreements set forth in this Twelfth Supplement to be performed by
43 the City shall be for the equal and proportionate benefit, security, and protection of all Holders,
44 without preference, priority, or distinction as to security or otherwise of any of the Bonds
45 authorized hereunder over any of the others by reason of time of issuance, sale, or maturity
46 thereof or otherwise for any cause whatsoever, except as expressly provided in or permitted by
47 this Twelfth Supplement.

458392541/10612981 22



1 SECTION 21: CONTINUING DISCLOSURE UNDERTAKING.

2 (a) Definitions. As used in this Section, the following terms have the meanings
3 ascribed to such terms below:

4 "MSRB" means the Municipal Securities Rulemakmg Board.

5 "NRMSIR" means each person whom the SEC or its staff has determined
6 to be a nationally recognized municipal securities information repository within
7 the meaning of the Rule from time to time

X \/. *-*'
8 "Rule" means SEC Rule 15c2-12, as amended from time to time.

y'v '"Y

9 "SEC" means the United States Securities and Exchange Commission

10 "SID" means any person designated^lJy^ the State^qf^Texas or an
11 authorized department, officer, or agency thereotas, and determinedly the SEC
12 or its staff to be, a state information depository within the meaning^pHhe Rule
13 from time to time.

14 (b) Annual Reports. The City shall provie^anj^ualJyo each NRMSIR and any SID,
15 within six months after the end of each fiscal yeaKJ(begirihing with the fiscal year ending
16 September 30, 2006) financial inforrnatibruand operating--tiata with respect to the City of the
17 general type included in the final OfficiakStatement approved by Section 23 of this Twelfth
18 Supplement, being the information describedYrilExhibit D Sereto. Financial statements to be

\ *•. ""^ ^C '"'• * *** îU" 1¥-'*<,

19 provided shall be (1) prepared in accordance with^the^accbunting principles described in
20 Exhibit D hereto and (2) audited, if the City comrriissions'amaudit of such statements and the

^~ ^t- ~ -PT v * *• j* ' ^w.1* •& - y
21 audit is completed withjn;the~period durmgwiicMney mustebe provided. If audited financial
22 statements are not available at tWJtime theVjnancial information and operating data must be
23 provided, then the^CifyjlThall provide^unaudited'financial statements for the applicable fiscal year
24 to each NRMSIR ahafany SID witrifthe fmanciaNhformation and operating data and will file the

^[^"*^ * -j -. ti^i "?'*?-" £t"r**j**-, \ j '^ "^
25 annual audit report wheKand if/thelsanie becomes'favailable.

" ~ "~ '

26 l|4he,City:changes its^fjscal year, it will notify each NRMSIR and any SID of the change
27 (and ol̂ the date of tRe7new fiscakyear end) prior to the next date by which the City otherwise
28 ' wouldiBfTrequired to provicJe financial ̂ information and operating data pursuant to this Section.

29 Trie-financial information and operating data to be provided pursuant to this Section may
30 be set fortKJrnfull m one on more documents or may be included by specific reference to any
31 document (including an official1 statement or other offering document, if it is available from the
32 MSRB) that theretofore hasfbeen provided to each NRMSIR and any SID or filed with the SEC.

33 (c) MateriaiiEvent Notices The City shall notify any SID and either each NRMSIR or
34 the MSRB, in a timely manner, of any of the following events with respect to the Bonds, if such
35 event is material within the meaning of the federal securities laws:

36 (1) Principal and interest payment delinquencies;
37 (2) Non-payment related defaults;
38 (3) Unscheduled draws on debt service reserves reflecting financial difficulties;
39 (4) Unscheduled draws on credit enhancements reflecting financial difficulties;
40 (5) Substitution of credit or liquidity providers, or their failure to perform;

1 (6) Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
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1 (7) Modifications to rights of holders of the Bonds;
2 (8) Bond calls;
3 (9) Defeasances;
4 (10) Release, substitution, or sale of property securing repayment of the Bonds; and
5 (11) Rating changes.

6 The City shall notify any SID and either each NRMSIR or the MSRB, in a timely manner,
7 of any failure by the City to provide financial information or operating data in accordance with
8 subsection (b) of this Section by the time required by such Section.

9 (d) Limitations. Disclaimers, and Amendments. The^Cjty shall be obligated to
10 observe and perform the covenants specified in this Section ̂ whi|ef but only while, the City
1 1 remains an "obligated person" with respect to the Bonds within/thte^meaning of the Rule, except
12 that the City in any event will give the notice required by subsection (c) hereof of any Bond calls
1 3 and defeasance that cause the City to be no longer sucfTafT^brjIigatedfperson."

14 The provisions of this Section are for the,sole>benefit of the Hojders and beneficial
15 owners of the Bonds, and nothing in this Sectionfnsxpress or implied, shafhgjye^any benefit or
16 any legal or equitable right, remedy, or claim .Hereunder to\any other person. The City
17 undertakes to provide only the financial fnformationNpperating-data, financial statements, and
18 notices which it has expressly agreed to provide pursuanHo.this Section and does not hereby
19 undertake to provide any other information that mayl be 'relevant or material to a complete

-R!'M:̂ |̂ < ^W %. •&

20 presentation of the City's financial resultsfcqndition, or prospects or hereby undertake to update
21 any information provided in accordancl^vittvthis Sectiorkorptherwise, except as expressly
22 provided herein. The City does not make lifny^representaitiorî pr warranty concerning such
23 information or its usefulness to a decisionHehnvest ihWsellJ3onvds:at any future date

' '

24 UNDER NO CIRCUMSTANCES SHAJLlf JHE CITY BETIABLE TO THE HOLDER OR
25 BENEFICIAL OWNER^OF ANY BOND OR ANY\OTHER PERSON, IN CONTRACT OR TORT,
26 FOR DAMAGES RESULTING IN WHOLE OR^INjPART FROM ANY BREACH BY THE CITY,
27 WHETHER NEGLIGEN^ OR WITHOUT FA^JLJ^ ON ITS PART, OF ANY COVENANT
28 SPECIFIED IN THIS SECTiOJ^BUT.E^RYtRld^T AND REMEDY OF ANY SUCH PERSON,
29 IN CONTRACTOR TORTf FOFl OR ON-ACCOUNT OF ANY SUCH BREACH SHALL BE•*VsK.,,>,-wt ;• ii^iVi *,,'"i *~fo •*<j'
30 LIMITED;fTO)AN^ACTION FQWMANDAMUS OR SPECIFIC PERFORMANCE.

31 \ No default by the^City in observing or performing its obligations under this Section shall
32 constitute>a breach of orCdefault \inder this Twelfth Supplement for purposes of any other
33 provision'of'this Twelfth Supplement. *'

t%vfX IfM>3>i£ r %. t* *$ fl

34 Nothirig^p;sthis Sectiqrfis intended or shall act to disclaim, waive, or otherwise limit the
35 duties of the City^uhder federal and state securities laws.

36 The provisions^of this Section may be amended by the City from time to time to adapt to
37 changed circumstances resulting from a change in legal requirements, a change in law, or a
38 change in the identity, nature, status, or type of operations of the City or the Water/Wastewater
39 System, but only if (1) the provisions of this Section, as so amended, would have permitted an
40 underwriter to purchase or sell Bonds in the primary offering of the Bonds in compliance with the
41 Rule, taking into account any amendments or interpretations of the Rule to the date of such
42 amendment, as well as such changed circumstances, and (2) either (a) the Holders of a majority
43 in aggregate principal amount (or any greater amount required by any other provision of this

4 Twelfth Supplement that authorizes such an amendment) of the Outstanding Bonds consent to
5 such amendment or (b) a Person that is unaffihated with the City (such as nationally recognized
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1 bond counsel) determines that such amendment will not materially impair the interests of the
2 Holders and beneficial owners of the Bonds. The provisions of this Section may also be
3 amended from time to time or repealed by the City if the SEC amends or repeals the applicable
4 provisions of the Rule or a court of final jurisdiction determines that such provisions are invalid,
5 but only if and to the extent that reservation of the City's right to do so would not prevent
6 underwriters of the initial public offering of the Bonds from lawfully purchasing or selling Bonds
7 in such offering. If the City so amends the provisions of this Section, it shall include with any
8 amended financial information or operating data filed with each NRMSIR and SID pursuant to
9 subsection (b) of this Section 21 an explanation, in narrative form, of the reasons for the

10 amendment and of the impact of any change in the type of financial information or operating
11 data so provided. *

12 SECTION 22: REMEDY IN EVENT OF DEFAULT, in^addjtion to all rights and remedies
13 provided by the laws of the State of Texas, the City covenants an'S-agrees particularly that in the
14 event the City (a) defaults in payments to be made to th^Deift Sefvice^Fund or Reserve Fund
15 as required by this Twelfth Supplement or the MasterJ)r3inance, (b) defaults in the observance
16 or performance of any other of the covenants, condition/or obligations set-forth in this Twelfth
17 Supplement or the Master Ordinance or (c) the CitySeclares bankruptcy, tfie^-iplders of any of
18 the Bonds shall be entitled to a writ of mandamus issued by^a court of pro'rjejrsjurisdiction,
19 compelling and requiring the City and its officers^to observe"" and perform any covenant,
20 condition or obligation prescribed in this Twelfth Supplemen^ppthe Master Ordinance. No delay
21 or omission to exercise any right or power accruing upbrva'ijy default shall impair any such right
22 or power, or shall be construed to be'a-waiver^of any suchjdefault or acquiescence therein, and
23 every such right and power may be exefci^edjrbmtime to time^and as often as may be deemed
24 expedient. \A ^S^X. |̂lk\" \ "**L"*>r " j?*1***. w^i i *v

25 The specific reme^ySerein provided^shallfbevcumiilatiye of all other existing remedies
26 and the specification oisuchT^meciyjShalt no£b"e deemed to*beyexclusive.

AJ:f^f V""X V C

27 SECTION 23:̂ ALE OF BONgS - OFFICIAL STATEMENT APPROVAL. Pursuant to a
28 public sale for the Bonds, the btd'SubWted by \'.'k (herein referred to as
29 the "Underwriters") is ldeclaredrto|beitifiPt>est.,bidrreceived producing the lowest true interest

/ *fcT^ ^3^ f*-,','"^^ **-*'*L5 "I \""-3 *"%H»
30 cost rate to/thCCity; sucrrbidfis^hereby acceptedjand incorporated herein by reference as a part
31 of this Twelfth-Supplement foValljpurposes and the sale of the Bonds to said Underwriters at the
32 pnce/of/'par and"Naccrued\ihterest to the date of delivery, plus a premium of
33 $ '•', ''< N* '^is hereby ̂ approved and confirmed. Delivery of the Bonds to the
34 Underwriters shall occur asisoon as^qossible upon payment being made therefor in accordance
35 with the terms of sale.

\\
36 Furthermore, the use'of the Preliminary Official Statement, dated November 9, 2006, in
37 the offering and^sale^of the -Bonds is hereby ratified, confirmed and approved in all respects, and
38 the City Council herelJyfipds that the information and data contained in said Preliminary Official
39 Statement pertaining^tovthe City and its financial affairs is true and correct in all material
40 respects and no material facts have been omitted therefrom which are necessary to make the
41 statements therein, in light of the circumstances under which they were made, not misleading.
42 The final Official Statement, which reflects the terms of sale (together with such changes
43 approved by the Mayor, City Manager, Chief Financial Officer, Deputy Chief Financial Officer or
44 City Treasurer, one or more of said officials), shall be and is hereby in all respects approved and
45 the Underwriters are hereby authorized to use and distribute said final Official Statement, dated
46 November 16, 2006, in the offering, sale and delivery of the Bonds to the public.
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1 SECTION 24. CONTROL AND CUSTODY OF BONDS. The City Manager of the City
2 shall be and is hereby authorized to take and have charge of all necessary orders and records
3 pending the sale of the Bonds, and shall take and have charge and control of the Initial Bonds
4 pending the approval thereof by the Attorney General, the registration thereof by the
5 Comptroller of Public Accounts and the delivery thereof to the Underwriters.

6 Furthermore, the Mayor, City Manager, Chief Financial Officer, Deputy Chief Financial
7 Officer, City Clerk, City Treasurer and City Attorney, any one or more of said officials, are
8 hereby authorized and directed to furnish and execute such documents relating to the City and
9 its financial affairs as may be necessary for the sale of the Bonds, the approval of the Attorney

I 0 General and registration by the Comptroller of Public Accounts aridfjtogether with the City's
II financial advisor, bond counsel and the Paying Agent/Registrar, make the necessary
12 arrangements for their delivery to the Underwriters following such sale.

/ • vViCk
A f-y \~;f\

13 SECTION 25- PROCEEDS OF SALE. Immediately'-fpllowing^thexdelivery of the Bonds,
14 the proceeds of sale of the Bonds in an amount sufficient to pay and^defease the Refunded
15 Obligations shall be deposited with the US Bank, NatKnal Association {thXpaymg agent for the
16 Refunded Obligations and hereinafter called the "Deposit Agent") for the paymeht^and discharge
17 of the Refunded Obligations and the balance of(such proceeds,shall be used forfhevpayment of
18 costs of issuance, including amounts to pay municipal bond/insurance and amounts to pay the
19 surety bond premium, if any, all in accordance^with^written instructions to the Paying
20 Agent/Registrar. Accrued interest received from thetUriderwriters shall be deposited to the
21 credit of the Debt Service Fund. Premiu™m7lf-any, receivedffrom the Underwriters shall either be
22 deposited to the credit of the Debt Service Fund or usedifor the payment of the costs of
23 issuance or deposited with the DepositVSjent ancTaptplied toMhe^defeasance of the Refunded
24 Obligations. ~

25 Furthermore, apprppriate\officials of'the^City in cooperation with the Deposit Agent are
26 hereby authorized andtdirected Unmake the necessary arrangements for the deposit of funds
27 with the Deposit Ag'enffor the payment of the^Refunded Obligations; all as contemplated and
28 provided in V.T.C.X^Government^Cpde, Chapter 1207, as amended, and this Twelfth
29 Supplement. X\^K /f. I "** <?v***^ v*

' s
30 SECj0N6rIiEGAL\OPINION. The obligation of the Underwriters to accept delivery of
31 the Bonds'is subject tcytfemg furnished a final opinion of Fulbnght & Jaworski L L.P., Attorneys,
32 Dallas,, Texas, appro ving^such BoncVas to their validity, said opinion to be dated and delivered
33 as of Violate of delivery ari^paymenfaor such Bonds. A true and correct reproduction of said
34 opinion is<hereby authorizecirto be printed on the definitive Bonds or an executed counterpart
35 thereof shal accompany theglobal Bonds deposited with The Depository Trust Company.

36 SECTIONV27NCUS[R,NUMBERS CUSIP numbers may be printed or typed on the
37 definitive Bonds. lt;is',expressly provided, however, that the presence or absence of CUSIP
38 numbers on the definitive Bonds shall be of no significance or effect as regards the legality
39 thereof and neither the City nor attorneys approving said Bonds as to legality are to be held
40 responsible for CUSIP numbers incorrectly printed or typed on the definitive Bonds.

41 SECTION 28: PAYMENT AND PERFORMANCE ON BUSINESS DAYS. Whenever
42 under the terms of this Twelfth Supplement or the Bonds, the performance date of any provision
43 hereof or thereof, including the payment of principal of or interest on the Bonds, shall occur on a
44 day other than a Business Day, then the performance thereof, including the payment of principal
A5 of and interest on the Bonds, need not be made on such day but may be performed or paid, as
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1 the case may be, on the next succeeding Business Day with the same force and effect as if
2 made on the date of performance or payment.

3 SECTION 29. LIMITATION OF BENEFITS WITH RESPECT TO THE TWELFTH
4 SUPPLEMENT. With the exception of the rights or benefits herein expressly conferred, nothing
5 expressed or contained herein or implied from the provisions of this Twelfth Supplement or the
6 Bonds is intended or should be construed to confer upon or give to any person other than the
7 City, the Holders, and the Paying Agent/Registrar, any legal or equitable right, remedy, or claim
8 under or by reason of or in respect to this Twelfth Supplement or any covenant, condition,
9 stipulation, promise, agreement, or provision herein contained This Twelfth Supplement and all

10 of the covenants, conditions, stipulations, promises, agreements.iand provisions hereof are
11 intended to be and shall be for and inure to the sole and exclusive benefit of the City, the
12 Holders, and the Paying Agent/Registrar as herein and therein'proyided.

13 SECTION 30: NOTICES TO HOLDERS-WAIVER.^herevef^tbis Twelfth Supplement
14 provides for notice to Holders of any event, such notice shall be sufficiently given {unless
15 otherwise herein expressly provided) if in writing ancbsent by United States Mail, first class
16 postage prepaid, to the address of each Holder appearing in the Security Register at the close
17 of business on the business day next precedinqdtefmailing of such notice. x!sV

V ? Pv ,/;* ~*$*iJ:' ^/^s^

18 In any case where notice to Holders is givervby^maiI,Neither the failure to mail such
19 notice to any particular Holders, noi>.any defect insany^notice so mailed, shall affect the
20 sufficiency of such notice with respect!tp>all other Bonds\ Where this Twelfth Supplement
21 provides for notice in any manner, such noticejmay be waived in^wnting by the Holder entitled to
22 receive such notice, either before or afterthe eventjwith respecf.to which such notice is given,
23 and such waiver shall be the equivalent otsuch npticeP>Waivelfsvof notice by Holders shall be
24 filed with the Paying Agent/registrar, but "such filihg^s"lTall;nqt?be a condition precedent to the
25 validity of any action takennfrYeliance upon such-waiver. "*"' *

26 SECTION 31/,GOVERNING/LAW. Thfsjjwelfth Supplement shall be construed and
27 enforced in accordance with the laws/of_the StateJofiJexas and the United States of America.

28 SEg:ipN;32: EFFEgJ*;OF-*HE>;DING^?'' The Section headings herein are for
29 convenience-of-reference only and shall not affect the construction hereof.

X ,.'^f Si^.V^ \'<-«\

30 % SECTION 33 CONSTRUCTION OF TERMS. If appropriate in the context of this Twelfth
31 Supplement, words of thelsingular"number shall be considered to include the plural, words of

•!!, Tl \ Ijt'5-! ,\ "./"

32 the plurabriumber shall bejconsidered to include the singular, and words of the masculine,
33 feminine or neuter gender shall be considered to include the other genders.

34 SECTIONv34:xSEVERABILITY. If any provision of this Twelfth Supplement or the
35 application thereoftO'anyJcircumstance shall be held to be invalid, the remainder of this Twelfth
36 Supplement and the application thereof to other circumstances shall nevertheless be valid, and
37 the City Council hereby declares that this Twelfth Supplement would have been enacted without
38 such invalid provision

39 SECTION 35: INCORPORATION OF FINDINGS AND DETERMINATIONS. The findings
40 and determinations of the City Council contained in the preamble hereof are hereby
41 incorporated by reference and made a part of this Ordinance for all purposes as if the same
42 were restated in full in this Section.
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SECTION 36: INSURANCE

2 [to follow after provider has been determined]

3 SECTION 37:PUBLIC MEETING. It is officially found, determined, and declared that the
4 meeting at which this Twelfth Supplement is adopted was open to the public and public notice of
5 the time, place, and subject matter of the public business to be considered at such meeting,
6 including this Twelfth Supplement, was given; all as required by V.T.C A., Government Code,
7 Chapter 551, as amended.

8 SECTION 38- EFFECTIVE DATE This Twelfth Supplements hereby passed one
9 reading as authorized by V T.C A., Government Code, Section 1201V028, and shall be effective

10 immediately upon its passage and adoption.

11 [remainder of page left blank";iritentionally]
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PASSED AND ADOPTED, this November 16, 2006.

CITY OF AUSTIN, TEXAS

ATTEST:

SHIRLEY A. GENTRY
City Clerk

(Cfty Seal)

WILLWYNN
Mayor

APPROVED;?^!

DAVID ALLANcSMITH
~«»v ^ , x v -

CitwAttorneyr1
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EXHIBIT A

That, as used in this Twelfth Supplement, the following terms shall have the meanings
set forth below, unless the text hereof specifically indicates otherwise:

"Bonds" means the "CITY OF AUSTIN, TEXAS, WATER AND WASTEWATER
SYSTEM REVENUE REFUNDING BONDS, SERIES 2006A" authorized for issuance by the
Twelfth Supplement.

"Business Day" means a day other than a Sunday, Saturday^aMegal holiday, or a day on
which banking institutions in the city where the principal corporate^frust office of the Paying
Agent/Registrar is located are authorized by law or executive orderito close.

"Insurance Agreement" means the Insurance Agreement between
and the City related to the ReserveVund Policy.

"Master Ordinance" means Ordinance Nq./000608-56A providmgifpMhe issuance of
"Parity Water/Wastewater Obligations", as defined'therein, passed by the City'onjdune 8, 2000.

"Twelfth Supplement" means Ordinance No.̂ 200611/16?y authorizing the issuance of
the Bonds.

"Paying Agent/Registrar" means^the^fmancial institution specified in Section 4 of the
Twelfth Supplement. X^^few ^V^

v?£l
V

"Previously Issued Parity Water/WastewaterJDbligations'^mean the outstanding Parity
Water/Wastewater Obligatipnsjpreviously issued^or incu'rreci|pursuant to one or more Prior
Supplements, more earticulariy^Jclentified asjfpilows- (1) "City of Austin, Texas, Water And
Wastewater System/Revehue Refunding BondsJSenes 2000" (2) "City of Austin, Texas, Water
And Wastewater System RevenueJRefunding Bonds, Series 2001 A", (3) "City of Austin, Texas,
Water And WastewaW^System.R^evenue-f^funSjng^Bonds, Series 2001B", (4) "City of Austin,
Texas, Water^and Wastevyat£r%^ Bonds, Series 2001C", (5) "City of
Austin, Texas^ater^and^wSstewater SystemtRevenue Refunding Bonds, Series 2002A", (6)

-/J *-"» j,->~<>.iĵ ;M>-,»rfOv v \
City of^Austin, Texas\Watersand Wastewater System Revenue Refunding Bonds, Series

2003";, (7) "City of Austin, Texas^^Water and Wastewater System Variable Rate Revenue
Refunding Bonds, Senes'^2004", together with certain regularly scheduled payments under the
InteresNRate Swap Agreement, the Liquidity Agreement and the Insurance Obligation (as such
terms are^defined in Ordinance No. 040812-43), (8) "City of Austin, Texas, Water and
WastewatenSysjem Revenue] Refunding Bonds, Series 2004A", (9) "City of Austin, Texas,
Water and Wastewater System Revenue Refunding Bonds, Series 2005", (10) and "City of
Austin, Texas, Watepanci VVastewater System Revenue Refunding Bonds, Series 2005A", and
(11) "City of Austin^Texas^ Water and Wastewater System Revenue Refunding Bonds, Series
2006". ^'

"Prior Supplements" mean Ordinances Nos. 000608-56B, 010419-77, 011129-65,
020718-15, 030206-35, 040617-45, 040812-43, 040930-83, 050519-37, 051020-051 and
20051117-060 authorizing the issuance of the Previously Issued Parity Water/Wastewater
Obligations.

"Security Register" shall have the meaning given said term in Section 4 of the Twelfth
Supplement.
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Exhibit B

Paying Agent Registrar Agreement
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Exhibit C

Insurance Agreement
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Exhibit D

Continuing Disclosure Requirements Under the Rule

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Section 21 of this Twelfth Supplement.

Annual Financial Statements and Operatinq Data

The financial information and operating data^with respect to tKetCity to be provided
annually in accordance with such Section are as^specified (and includedn^the Appendix or
under the headings of the Official Statement referreoSto) below:

1. The financial statements 6Ohe Cityflppended to the Official
Statement as Appendix B, but for the most recently^concluded fiscal year.

2. The informatiori*under;the numberedjables.

Accounting Principles

The accountingjprihciples Deferred Mo.lp such Section are the generally accepted
accounting pnnciples|i£s-fapplicablejto governmental units as prescribed by The Government
Accounting StandardsfBoard.
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